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for the six months ended 30th June, 2008

BEEFNEANA=ZTHIEANEA

The Board of Directors (“Board”) of Allied Group Limited (“Company”)
is pleased to announce that the unaudited consolidated results of the
Company and its subsidiaries (“Group”) for the six months ended
30th June, 2008 with the comparative figures for the corresponding

period in 2007 are as follows:

BafMARAFT(TALA]) #HHEg((HHEE])
FRIRE M > A 7] R B 22 w] ([ A S 1 ) s —
TENFEAAZ+H LS 2 R ER ARG ER
R AR 2 T AR

Six months ended 30th June,

BEANA=1HIEANER

2008 2007
Unaudited Unaudited
—EENF ZEREALE
RIBER KL%
Notes HK$’000 HK$’000
i THET Tt
Revenue e 3 1,930,432 2,125,787
Other income HAetbg A 25,398 220,963
Total income HA 1,955,830 2,346,750
Cost of sales and other direct costs BH A AR R At B B AR (367,972) (301,898)
Brokerage and commission expenses e A 4P S (126,305) (161,344)
Selling and marketing expenses B R R B 3 (30,361) (26,747)
Administrative expenses ranidia (682,385) (630,321)
Profit on disposal of subsidiaries H R B TR 2 7] 2 i - 62,321
Discount on acquisition of additional WS B — [T K J 2 R M £
interest in a subsidiary paiir 19,792 -
Loss on fair value change of warrants — M i w R R
of a listed associate NVAEE S E) 2 EE 4 (270,051) -
Changes in values of properties Y 2EAE (H ) 5 30,423 185,352
Bad and doubtful debts SRR (136,595) (110,695)
Other operating expenses HoAt 5845 BA ST (58,087) (61,266)
Finance costs & A 6 (50,873) (138,375)
Share of results of associates /N E ¥y 312,422 163,067
Share of results of jointly controlled entities  JEfili 2] #2 il £ 25 25 48 71,267 92,858
Profit before taxation B A i s Al 7 667,105 1,419,702
Taxation FiTH 8 (96,802) (135,164)
Profit for the period N = 570,303 1,284,538
Attributable to e 7
Equity holders of the Company AN TR 208,491 673,568
Minority interests DB R 25 361,812 610,970
570,303 1,284,538
HK$ HK$
BT T
Earnings per share g 2 9
Basic FAR 0.85 2.74
Interim Report 2008
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at 30th June, 2008

AZEENENH=ZTH

At 30th June, At 31st December,
2008 2007
Unaudited Audited
R-BENE W EERLA
AA=+H +—-HA=+—H
RICER AN
Notes HK$’000 HK$’000
[Chg FHET T
Non-current assets FRBEEE
Investment properties WEWE 11 3,568,415 3,405,200
Property, plant and equipment W - RE KA 341,431 322,542
Prepaid land lease payments TEBHE 352,189 349,857
Goodwill [k 237,454 229,219
Intangible assets AT G 358,058 358,821
Interests in associates TR SR 2 RE AR 3,984,330 3,453,940
Interests in jointly controlled entities FAFE [ e A2 2 A 1,072,012 998,767
Available-for-sale financial assets ] B A T 12 897,472 1,423,970
Statutory deposits EEEE 25,656 29,729
Loans and advances to consumer —AEH RN Z A& S
finance customers due after one year B B 1,657,754 1,475,395
Loans and receivables AR S SR I 7,069 5,806
Deferred tax assets IR AEFLIE & A 79,718 66,576
12,581,558 12,119,822
Current assets REBEE
Properties held for sale and R EYER
other inventories HibFEE 478,169 482,809
Financial assets at fair value IR S TR N B i T
through profit or loss 2 ARG E 13 926,123 1,209,501
Prepaid land lease payments TS 6,129 6,009
Loans and advances to consumer —AERBWZ NS EF
finance customers due within one year B EGR 2,314,291 2,145,159
Trade and other receivables B 5y T HoAth I 3 14 5,791,041 5,884,449
Amounts due from associates /NN 62,254 156,448
Amount due from a jointly controlled entity — — i H:[m] # il £ 36 K 3K 1,200 2,192
Tax recoverable G EE 4,769 3,382
Short-term pledged bank deposit S C AT SR AT A K 121,825 121,000
Cash and cash equivalents e KBl &S EY 15 2,384,849 2,811,029
12,090,650 12,821,978
Current liabilities REBAE
Trade and other payables & 5y T HoAth AT 30 16 1,894,061 2,071,774
Financial liabilities at fair value iR g MR N TE (R
through profit or loss ZEmA R 116,930 71,843
Amounts due to associates T /NGIF Q| 12,924 12,605
Amount due to a jointly controlled entity R [RISE R FE 4 S kR 39,063 39,063
Tax payable JEAS B IH 228,254 152,616
Bank and other borrowings due —ENEIH 2 8RAT R
within one year HoAb &£ 17 1,033,493 891,364
Loan notes AR 18 47,133 115,226
Provisions g 26,353 75,074
Dividend payable JREAST IS 146,496 -
Other liabilities due within one year — AN B 2 HAh A 668 734
3,545,375 3,430,299
Net current assets RBEERE 8,545,275 9,391,679
Total assets less current liabilities BEERRBER 21,126,833 21,511,501

ALLIED GROUP LIMITED
BERBEBERALA
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at 30th June, 2008

ROEEEAA TR

At 30th June, At 31st December,
2008 2007
Unaudited Audited
RZBENEF R EERLE
ANA=TH +ZHA=+—H
RBER KERHL
Notes HK$’000 HK$’000
{o: FET T#sIT
Capital and reserves BAR#E
Share capital &N 19 488,321 488,473
Share premium and reserves FRE A9 T 158 B fei 8,543,776 8,696,176
Equity attributable to equity holders AT RREMN
of the Company s 9,032,097 9,184,649
Shares held for employee ownership —REEARBEERSG
scheme of a subsidiary BEEERFERD (29,548) -
Employee share-based compensation —ENE LR URG < H 2
reserve of a subsidiary EEMEfHE 2,873 -
Minority interests DR RER 9,263,115 9,234,306
Total equity R 18,268,537 18,418,955
Non-current liabilities FRBEE
Bank and other borrowings due —HERBIZ AT K
after one year H A& 17 2,554,140 2,779,592
Deferred tax liabilities LU RE =L 300,087 308,178
Provisions B3 4,068 4,773
Other liabilities due after one year —AEAR B A HoAth B A 1 3
2,858,296 3,092,546
21,126,833 21,511,501
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Condensed Consolidated Statement of
Changes in Equity

for the six months ended 30th June, 2008

—EF

i W 55 5 R

25 AT

BEEEZ/EARH=THIEANAA

Attributable to equty holders of the Company

AR AR
Equity
component of
convertible
honds of
Property  Investment  Capital Non asubsidiary
revaluation  revaluation  redemption distributable —f Minority
Share Share  reseve  reseve  reserve  Translation reseve  Capital Accumulated  Dividend WEAR,  interests Total
capital  premium VE #E &k reserve et reserve profts reserve Total Hifik i equity
Bk Wbl EHEE EERE EERE  ENRE  ORERG  GARE  ZHER RERG Ma CEEBH RS REsE
HK$'000  HK§'000  HK$'000  HK$'000  HK$'000  HK$'000  HK§'000  HK$'000  HK$'000  HK$'000  HK$'000  HK§'000  HK$'000  HK$'000
T Tér Tt TEr  TEr T TEr TEr Tr Tlx Tkt Tkt Tt Tk
AtTst January, REZFLE
2007 -A-H 494033 1,519,481 19241 521,026 208,115 16,275 55,226 1517 4,351,867 98,633 7,285,414 3467 6132218 13421119
Surplus arising on i
revaluation E% - - R VIAT - . : . . Al o180 259067
Deferred tax EERA - - - (114) - - - 16 - - (%) - (103) (201)
Buchange diferences &
arising on translation of  LISMUER
operations outside HmELL
Hong Kong 3EL - - - - - 1532 - - - - 1532 - 1409 2,941
Share of postacquisiion ~ JE{K
Teserve movements UGG
of associates fEEzE - - -8 - 1376 - (149) - - 20700 - 2686 42386
Share of post-acquisition R[5 L i
reserve movements of TR
jointly controlled entiies % - - - @ - 480 - - - - 4866 - 167 649
Netincome expense) ~ EHAMER L
recogised directly in A (BR)
equity it - - - 135500 - 20,164 - (1477) - - 154187 - 156499 310,686
Profitattributable to TR EL
equity holders gl - - - - - - - - 073,568 - 073,568 - 610970 1,284,538
Released on disposal of ~ HEM[fiE
availablefor-sale SHEE
financial assets FHE - - - (84030) - - - - - - (84,030 - (88,0260 (172,002)
Total recognised income ~ HI4E
and expense AL
forthe period am - - B S8 S 04T 67368 eyt CE9M 14
Released on disposal T A AR
of subsidiaries #m - - - - - - - - - - - - (69129 (69,129)
Deemed disposal of parial {1 & AT
interests in subsidiaries WiER - - - - - - - - - - - - 1,639 1,639
Issue of subsidiary's shares i DAL A S 317
o minorty interests NG L - - - - - - - - - - - - 34056 34056
Dividend payable FEfARE - - - - - - - - - 9787 (97873) - - 978n)
Overprovision of ividend I 1 84 - - - - - - - - 760 (760) - - - -
2007 interimdividend B ER-FELE
decared i - - - - - - - - (6646) 36646 - - - -
Dividend distributionto 7k F A BB MELE
minority interests ZHE - - - - - - - - - - - - (158,099)  (158,099)
Partia redemption of BRIy et
convertible bonds &% - - - - - - - - - - - (154) - (1,541)
Share repurchasedand At &t
cancelled it (5,420) - - - - - - - (52,880) - (58,300) - - (58,300)
Transferred on share TR fr
repurchase i - - - - 5420 - - - 540 - - - - -
At30th June, REFELA
2007 RAZHR 488613 1519481 19241 572490 21335 36439 55206 400493149 666 TET290 1946 6600128 14495034
ALLIED GROUP LIMITED Interim Report 2008
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for the six months ended 30th June, 2008

BEFENEANA =T HIEAEA

Attributable to equity holders of the Company

ALRRRER
Sharesheld  Employee
for employee - share-based
ownership compensation
scheme of  reserve of
Property  Investment ~ Capital Non asubsidiary - a subsidiary
revaluation  revaluation  redemption distributable -BHEAE-BHELE  Minority
Share  Share  reseve  reseve  reseve Translafion  reseve  Capital Accumulated  Dividend BEERG HBRHXH  interests Total
capital ~ premium LU R BE resene F o oreeve  profis  resenve Totdl HAE 2EEME S8 eqity
Ra  RHEE EfRE EMEE ROBE EIRE REEE HAEE  ZHER RERB &t KERR @ BREE EGER
HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Tér TEn TEr  TER  TEx  TEr  TER TR TEn  TER  TEr  TEr  TER  TEn  TER
At Tt January, REZRNE
2008 i 84T 1S19481 4179 G 2365 80112 5526 QU1 6010630 14649 9,184,649 - - 9D4306 18418955
Deficit rising on Bff
revaluation ] - - - (261,159 - - - - - - (261,159 - - (278069  (539,228)
Deferred tax EIERA - - 494 3 - - - - - - 77 - - 58 1305
Exchange differences {7 A
arising on translation MR
of operations outside I
Hong Kong ZENER - - - - o3 - - - Y - R TRy
Share of post-acquisition I B EAT)
resenve movementsof R
asociaes Bl - - ) o 598 ) - - sl - S e 165k
Share of postacquisition [t RE
resevemovementsof IR
jointl controlled entities ~ Gfi% % - - - ©) - (6,080) - - - - (6,089) - - 2165 (8254
Netincome (expense) IV ER TR
recognised directly ZHA(E)
in equity it - - 494 (265,303) - 57310 - 48 - -3 - - (205,049)  (417,370)
Proft attributable to Tk
eqity holder W - - - - - - - - 20841 - 208 - o362 50303
Total recognised income ~ HJIE.
and expense for the [ 574
period ST - - 494 (265,303) - 57,310 - (4,822) 208491 - (3,830) - - 156763 152933
Deemed disposal of partal 455 1y E B4 7]
interests in subsidiaries R . . - - - - - . . - - - - 14957 14957
Decrease due to R HE
acquisiion of additional AT
interests inasubsidiary i - - - - - - - - - - - - - (74394 (74399)
Purchase of shares for A {E Bt
employee ownership Bt
scheme LN - - - - - - - - - - - (29549 - - (29549
Recogition of equiy- AeHR
settled share-based Mz kG
payment ST - - - - - - - - - - - - 2873 - 2873
Dividend payable - - - - - - - - - (146496)  (146,496) - - - (146490
2008 interim dividend
declared AR - - - - - - - - (662) 3662 - - - - -
Dividend distributionto MR T » #ekfER
minority interests a3} - - - - - - - - - - - - - (68517) (68517
Share repurchased and ~~ FefhEE Tt
cancelled ] (152) - - - - - - - oo ) - - )
Transferred on share TR ks
repurchase E - - - - 152 - - - (152) - - - - - -
At30th June, REFENE
2008 AR=TH 488,321 1,519,481 42,26 366,432 213,827 137,422 55,26 (7,793) 6,180,273 36,622 9,032,097 (29,548) 2873 9,263,115 18,268,537
ALLIED GROUP LIMITED Interim Report 2008
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for the six months ended 30th June, 2008

HE

ZEENFEAA=THIEAEH

Six months ended 30th June,

BEANA=THLEXRER

2008 2007
—BENEF e < S i
HK$’000 HK$’000
FHET TH#E T

Operating activities ReExK
Cash from (used in) operations ,‘.‘éﬁéﬁ‘ﬁﬁ (FTRAE£
Decrease (increase) in trade and 5 Be HARRE WU IH

other receivables B () 114,093 (13,668,648)
Other operating cash flows HABKE S B i 35,099 1,521,844

149,192 (12,146,804)

Interest paid EAFLE (56,846) (97,435)
Taxation paid e A BLIE (42,454) (30,223)
Net cash from (used in) operating activities K= X£KHE(FTA)RESFE 49,892 (12,274,462)
Investing activities ?iﬁ%i%
Amounts repaid by associates s R R 2 O 78,895 -
Net repayment of statutory deposits (ﬁm?’%fﬁé}_ﬁ?% 4,073 8,174
Amount repaid by a jointly controlled entity — — 3R] il 4 S £ 1 > 7IH 2,529 2,488
Proceeds on disposal of property, HEWE - KB KA

plant and equipment i EkIE 37 1,494
Addition to investment properties BRI (113,568) (668)
Acquisition of additional interests itk g/NEll

in associates HOMER (98,331) 913)
Acquisition of additional interest ST S — 1 o Jg o )

in a subsidiary HAMEST (62,857) (1,203)
Purchase of property, plant and equipment  BEAMIZE - k52 M At (47,830) (33,003)
Purchase of available-for-sale financial assets A A] {ft £ 4l & = (12,664) (95,626)
Addition to intangible assets NERYEE (11,802) (5,680)
Acquisition of jointly controlled entities WS ] e o 2 (9,903) -
Addition to prepaid land lease payments TESHE TG (5,496) (65,570)
Amount advanced to jointly controlled BT I [R] e

entities 13 (1,537) (1,683)
Increase in pledged bank deposit BRI SRAT A g (825) -
Proceeds on disposal of available-for-sale ~ HH a] it i 4 4 il % 2

financial assets iR ERIE - 301,405
Proceeds on disposal of subsidiaries (net of R 24 7 15 O (IR 2 5

cash and cash equivalents disposed) Bl R B a4 E) - 54,903
Dividend received from associates o E A R 2 B - 11,176
Repayment of net amount due from e 5% S R K

investee companies I - 1,747
Dividend received from jointly controlled & [ $t [l # il £ 3

entities 2B - 1,173
Amount advanced to associates BT A - (14)
Net cash (used in) from investing activities REEK (FTH)MERESFHE (279,279) 178,200

Interim Report 2008
CERT AR



10

for the six months ended 30th June, 2008

BEEFFENEANA=THIEANEA

Six months ended 30th June,
BZA<A=1tHIKEA

2008 2007
—BENEF TERRLE
HK$’000 HK$’000
THExT Tt
Financing activities RE T
New bank and other borrowings raised AR TS SR AT S A A5 499,000 13,045,205
Proceeds received from issue of shares R > w1 A T A
by subsidiaries REE e 11,014 35,814
Amount advanced from associates T N ) B 94 47
Repayment of bank and other borrowings &8 81T J HoAth fis &5 (586,912) (956,470)
Repayment of loan notes of a subsidiary TR — I M B A R 2 B 8 (69,637) -
Purchase of shares for employee ownership — —[#] ¥t g 7l 24 18 B B4y
scheme of a subsidiary PEA wTHs TR Ay (29,548) -
Payment to minority interests FET BB R R £ (24,227) (25,939)
Amounts paid on share repurchase U R 493 O S A RO (2,226) (58,300)
Amount advanced from a jointly — [ 3[R el 4k 2
controlled entity K - 5,000
Dividend paid by subsidiaries to W g > 1o D OB SRS A
minority shareholders 2R - (52,044)
Partial redemption of convertible bonds JEEE [ 4 T R iR - (19,351)
Net cash (used in) from financing activities &% (FTH)EHREZHE (202,442) 11,973,962
Net decrease in cash and cash equivalents RE&RBEESEEYRFE (431,829) (122,300)
Effect of foreign exchange rate changes MNEERSB 2 HE 11,002 (503)
Cash and cash equivalents HUzReRES
at the beginning of the period &Y 2,793,029 1,729,383
Cash and cash equivalents HMARZHERAS
at the end of the period Z£EY 2,372,202 1,606,580
Cash and cash equivalents at the end of MRzBHERES
the period represented by: ZEYE:
Cash and cash equivalents B4 KB E&%EY 2,384,849 1,659,929
Bank overdrafts HATE (12,647) (53,349)
2,372,202 1,606,580

Interim Report 2008
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for the six months ended 30th June, 2008

BEEZZ/EASH=THIEANAA

1.

BASIS OF PREPARATION

The unaudited condensed consolidated financial statements have
been prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the Listing of
Securities (“Listing Rules”) on The Stock Exchange of Hong Kong
Limited (“Stock Exchange”) and with the Hong Kong Accounting
Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”).

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The unaudited condensed consolidated financial statements have
been prepared on the historical cost basis, except for certain
properties and financial instruments, which are measured at fair
value.

The accounting policies used in the unaudited condensed
consolidated financial statements are consistent with those
followed in the preparation of the Group’s annual financial
statements for the year ended 31st December, 2007.

In the current period, the Group has applied, for the first time,
the following new interpretations (“new Interpretations”) issued
by HKICPA, which are effective for the Group’s financial year
beginning on 1st January, 2008 and are relevant to the operations
of the Group.
HK(FRIC)-Int 11 HKFRS 2 — Group and Treasury Share
Transactions
HK(IFRIC)-Int 12 Service Concession Arrangements
HKAS 19 — The Limit on a Defined
Benefit Asset, Minimum
Funding Requirements and their
Interaction

HK(IFRIC)-Int 14

The adoption of these new Interpretations had no material
effect on how the results or financial position for the current or
prior accounting periods have been prepared and presented.
Accordingly, no prior period adjustment has been required.

1.

RRERE

WU K A 0 A i B 5 0 R T v i 1 50
Sy A B w) (TR A2 B ) w2 BT ([ LTl
BRI 1) BR8-S BTl 2 B S M R e
at Al g ([ athl & 1) s 2 7 e atvE )
(F F s g ah e AN 1) 55 34981 ob 01 B 5 4 o 4
8l o

TESTHBRBE

WA T R TR UATEER I > A
R B A 0] W o 5 i 2 A IR S AR A
P FERE R

AR AL W 3 I R i 2 @ st UK
JiE AR E R LFE A=+
H R4 BE 2 AR BE BB R T IRAR 5 — 2 -

TR ARSI > A S P U BR T B A 6 T A
T N — H — H Bt 2 T A AR A
LB SE W 36755 A1 B 2 1 90T wT e R (1087
D -

AU (PR O e A s R

ZEE) —@aBEIR 29— SEM
B JEAE A3 58 5

A (R B O e B P

ZEE) a2

A (E PR G e Al

ZAEE) — BB 1458 B1o%E—AE
HRAEE 2
BRI~ AR S
i B XA
BH1R

PRANRZ A T B S U SO T i U M 2 S
T SABSIR DL 2 At 4 T 29 ) B e RS > i o
JRAF AR -
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12

for the six months ended 30th June, 2008

BEEFNEANA=ZTHIEANEA

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT'D)

The Group has not early applied the following new and revised
standards, amendments and interpretation that have been issued
but are not yet effective and are relevant to the operations of the
Group.

HKAS 1 (Revised) Presentation of Financial Statements’
HKAS 23 (Revised) Borrowing Costs'
HKAS 27 (Revised) Consolidated and Separate Financial
Statements?
HKAS 32 & 1 Puttable Financial Instruments and
(Amendments) Obligations Arising on Liquidation’

HKFRS 2 (Amendment)  Vesting Conditions and Cancellations'

HKFRS 3 (Revised) Business Combinations?
HKFRS 8 Operating Segments'
HK(IFRIC)-Int 13 Customer Loyalty Programmes?

! Effective for annual periods beginning on or after 1st January, 2009.
2 Effective for annual periods beginning on or after 1st July, 2009.

3 Effective for annual periods beginning on or after 1st July, 2008.

The directors of the Company (“Directors”) anticipate that the
application of these new and revised standards, amendments and
interpretation will have no material impact on the results and the
financial position of the Group.

2.

TESHBERBEE)

SR T S A R S 4 2 A L A A A
ASE P SETS A B 2 AT R AR RT M A ~ B RT A

Bk o

s Erat e IS 1 5%
(#BAE7T)

W ETHERISE 23598
(#AE%])

T ErsE RIS 7 5%
(#BAE7T)

FHEEHERISE3258
e AL AL HEN)

B T A 25 ME BB 0 5%
(EFTAR)

T AT R 5 e IS 3 5%
(#E1EHT)

B T A HS 5 ME RIS 8 5%

T it (120 R B s i i v
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for the six months ended 30th June, 2008

BEEZZ/EASH=THIEANAA

3. SEGMENTAL INFORMATION

Analysis of the Group’s business segmental information is as

3. 2HEHR
AR 2 FEH A BRI T IN R -

follows:
Six months ended 30th June, 2008
BE-ZENEXA=+HILEAEA
Property
Investment, development  Corporate
broking and and  and other
finance  Consumer investment  operations
BE &% finance Healthcare  MEZR TtER Total
kem  BARE R kRE  HitEH k]
HK$/000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER TER
Revenue s 636,482 640,817 521275 148,053 82,703 2,029,330
Less: inter-segment revenue i 1 A3 EB R 2 ILad (26,417) - - (5,522) (66,959) (98,898)
610,065 640,817 521275 142,531 15,744 1,930,432
Segment results NS 161,277 298,411 25,276 101,387 (1,803) 584,548
Discount on acquisition Wt — T
of additional interest NEEIMER
in a subsidiary AT 19,792
Loss on fair value change — BB AL
of warrants of a SRR RE AT E
listed associate ) A (270,051)
Finance costs A LA (50,873)
Share of results of associates  FEA 5 2 7 244 312,422
Share of results of jointly JREAL LR 4 )
controlled entities ¥EE M - - 71,268 - 71,267
Profit before taxation WA i ) 667,105
Taxation BiH (96,802)
Profit for the period A ] 5 570,303
Interim Report 2008
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for the six months ended 30th June, 2008

BEEFNEANA=ZTHIEANEA

3. SEGMENTAL INFORMATION (CONT’D)

3.

Six months ended 30th June, 2007

7 EER(R)

BEZFLEEAA =T H AR

Property
Investment, development  Corporate
broking and and  and other
_finance  Consumer investment  operations
¥ fL finance Healthcare — #%E%JE ER Total
P& AN BB PR1 FtE HphdEw g
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
THETT THETT THETT THETT THETT THkT
Revenue gy 1,045,415 537,135 465,804 97,625 120,721 2,266,700
Less: inter-segment revenue i : 7R 2 ik (23,438) - - (4,365)  (113,110)  (140,913)
1,021,977 537,135 465,804 93,260 7,611 2,125,787
Segment results A 741,723 297,777 37,194 232,114 (6,656) 1,302,152
Finance costs & A (138,375)
Share of results of associates A4 /A 7] 245 163,067
Share of results of jointly A A ] 2
controlled entities EER 730 - 78 92,050 - 92,858
Profit before taxation WA Ty s 1) 1,419,702
Taxation FiIE (135,164)
Profit for the period A 3 s ) 1,284,538

Inter-segment transactions have been entered into on terms
agreed by the parties concerned.

During the period under review, less than 10% of the operations
of the Group in terms of both revenue and segment results were
carried on outside Hong Kong. Accordingly, no geographical
segmental information is shown.

1] 2 38 5y T A B AT 4 O BT e 2 ek

A -

AR A > A B T s DA A [ 2 i 5 K
AT 2 LLE DN 0% > R I 4
S50 Ml [ 43 B E R o
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for the six months ended 30th June, 2008

BEEZZ/EASH=THIEANAA

4. LOSS ON FAIR VALUE CHANGE OF WARRANTS OF A LISTED
ASSOCIATE

In December 2007, a listed associate of the Group issued new
shares by way of open offer to the qualifying shareholders on the
basis of one new share for every five shares held together with
new warrants of the listed associate in the proportion of one new
warrant for every one new share successfully subscribed. The
Group subscribed its proportion of the new shares and procured
the new warrants. The warrants were recognised by the Group
as “financial assets at fair value through profit or loss” at their
initial carrying amount representing their fair value at the date of
acquisition.

The fair value of the warrants at 30th June, 2008 dropped when
compared to the fair value at 1st January, 2008 and the Group
incurred an unrealised loss of HK$270,051,000 (2007: Nil)
arising from the fair value change. However, the listed associate
recorded a profit in the current period as a result of the changes
in fair value of the warrants and the Group shared this profit
from the associate, which is approximately the same as the loss
incurred.

5. CHANGES IN VALUES OF PROPERTIES

4. —HLTBHEARNAREZQITEELSY
ZER

MEFFLEFT A > AL — B BT
28 F LA AR A B 0 WA T 5 — BB ey 2
BLHE ) 13 A IR B RS B > [ Rp %2 18
R BT IR 3 B AT A% b TR A R 2 — 13T
AR B o AR I L L5 B B A7 S 7
TR R R o AR S [ 2 R A0 R (L (A
H 2 A PEAE) flERRa% 55 sR I E R 0 [ B 1R 1R 48
WRAG AT EHRIE S MERE | -

ERBBRREERN _EFZNFEFAA=Z+HZ
NFEEEHBE -EENE—H—HEBK > &
EHHZATEMEZ 255 806 R R
270,051,000¥ 70 ( ZFF L4 « &) - R0 »
7% LT S F N RZ A R I RE RS A AR 2 AT
fE(ESE B MR > AL G A > B
BUEARE R 5 B2 i -

5. MIXEEEDH

Six months ended 30th June,
BEAA=+THLEXREA

2008 2007
—EBN\F TEELF
HK$/000 HK$/000
THET TH#E T
Changes in values of properties E L R T
comprise:
Net increase in fair value of REW N TEE
investment properties BN AR 22,238 174,264
Reversal of impairment loss of M Fr L B
properties held for sale R Eic! 9,579 10,668
Impairment loss (recognised) reversed  (TERR) f# M1 JE ) 3 2
for hotel property R (1,394) 420
30,423 185,352
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CERT AR

15



16

for the six months ended 30th June, 2008

BEEFNEANA=ZTHIEANEA

6. FINANCE COSTS 6. BERAK
Six months ended 30th June,
BZEARA=THLAEAR
2008 2007
—EENF ZEELF
HK$’000 HK$’000
FH&xT THIT
Total finance costs included in: FEATFSIIEE 2 BlE A 250
Cost of sales and other direct costs SHEE A K LA T 4 A 29,646 22,104
Finance costs il A A 50,873 138,375
80,519 160,479
7. PROFIT BEFORE TAXATION 7. BRBANEF

Six months ended 30th June,
BEAA=THLEREA

2008 2007
—BENF e R
HK$’000 HK$'000
THET TH#IT
Profit before taxation has been arrived BB Fi i F| C 4R
at after charging:
Amortisation of intangible assets A VR 12,555 11,071
Amortisation of prepaid land TS fE
lease payments g 3,043 2,482
Depreciation g 27,520 22,496
Loss on deemed disposal of B i B g A 7
subsidiaries ZEH 3,964 -
Loss on disposal of associates AR Rl 2 518 28 -
Loss on partial redemption of ] 0y P LR A 5
convertible bonds Z I - 510
Net loss on disposal of property, WY - B R
plant and equipment e tH 439 286
Net realised and unrealised loss on FELEHHREEEZ O
unlisted investment funds e o 58 B R AR TR AR 64,183 -
Net unrealised loss on financial BRI IRAT A T EE R 2
assets at fair value through G R A 2 AR BB R 1R IR AR
profit or loss — derivatives — R EE b 25,798 22,178
Net unrealised loss on financial BRI GIRIE A T EERE L
assets at fair value through A B E 2 R BRI e TR T AR
profit or loss — equity securities — AR SR 116,985 -

Interim Report 2008
e = YA L iFUE e



for the six months ended 30th June, 2008

BEEEZ/EARH=THIEANAA

7.

PROFIT BEFORE TAXATION (CONT’D)

7. BRBLADGEF ()

Six months ended 30th June,
BEAA=+THLEREA

2008 2007
—BENF e SR
HK$’000 HK$’000
THET T#TT
and after crediting: WEFEA
Dividend income from listed equity bR R
securities A 25,076 14,982
Dividend income from unlisted FEHREHZIE
equity securities A 3,816 116
Discount on acquisition of Wi B — [T W
an associate (included in AR
other income) (FEAHARIA) 1,237 242
Interest income FLEYA 899,202 800,448
Net profit on dealing in leveraged TEAR S ESZ 5 i )
foreign currencies TR 1,180 6,888
Net profit on disposal of R AT Y
available-for-sale financial assets W Vi ) Y
(included in other income) (FEAHARIA) - 208,315
Net profit on other dealing activities Hofth B B S B 2 s AR A 6,975 7,813
Net realised and unrealised profiton  JF B & hk4 2 I
unlisted investment funds RS Ui A AR - 33,798
Net realised profit on financial assets B fi lRIC A TEE R 2
at fair value through profit or loss 40 L E 2 L R I U P T B
— derivatives — A 63,771 42,142
Net realised profit on financial assets ~ Z#3 H f MRIE AP EEIEFL 2
at fair value through profit or loss SRV 2 5 B VA
— equity securities — A E S 8,502 47,743
Net unrealised profit on financial BRI IRI A T EE R
assets at fair value through profit BB A 2 R EE I I A
or loss — equity securities — JBeA R IR - 15,937
Profit on deemed acquisition of B S R
associates (included in N R Z A
other income) (FEAHARIA) 134 -
Profit on disposal of properties HEREYES
held for sale Tt 1l 5,072 -
Share of profit from discontinued JEAG b F s A
operations of listed associates ZERIERE
(included in share of results W20 A GEARELS
of associates) e g/NCIE Sy - 60,616
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for the six months ended 30th June, 2008 B2 ZETNFSNHA=ZTHIEANAA

8. TAXATION 8.

BIE

Six months ended 30th June,
BEAA=tTHLEREA

2008 2007
—EENF ZEELF
HK$’000 HK$'000
FH&xT THIT
The income tax charge comprises: AR BL S A3

Current tax: ARABIIA
Hong Kong i 112,376 126,296
Other jurisdictions HoAth w24 i 562 784
112,938 127,080
Under (over) provision in prior years AR B AN L GRE AR ) 3,780 (424)
116,718 126,656

Deferred tax: IRAERLIE :
Current period 3t (7,351) 8,508
Change of tax rates RS ) (12,565) -
(19,916) 8,508
96,802 135,164

Hong Kong Profits Tax is calculated at the rate of 16.5% (2007:
17.5%) on the estimated assessable profits for the period.

Taxation arising in other jurisdictions is calculated on the
estimated assessable profits for the period at the rates prevailing
in the countries in the relevant jurisdictions.

9. EARNINGS PER SHARE 9.

The calculation of the basic earnings per share is based on
the profit attributable to equity holders of the Company of
HK$208,491,000 (2007: HK$673,568,000) and on the weighted
average number of 244,173,000 (2007: 246,018,000) shares in
issue during the period.

Diluted earnings per share is not presented as the Company had
no dilutive potential ordinary shares during both periods.

T vts RSB LA 08 2 Ak 51 SR B0 6k R4 B R
16.5%(ZFELF  17.5%)F15H -

JHC At ) R A LU R0 2 Al R R 4 A 4
A T A e I 2 BUTRLR G -

BREF

T B e A B W) TG 4% AR A B R R A i
208,491,000% 7 (= FE L4 : 673,568,000
won) KR T AT IO 2 i RE T 38 B
244,173,000/ (—FF L4 : 246,018,000/%)
R

F A BB 300 ] R AR % ) Sl 0 L YA i B
WAL o Il S BB e A L A o
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for the six months ended 30th June, 2008 B2 ZETZNFSNA =T HIEAAA

10. DIVIDEND 10. BRE

Six months ended 30th June,
BEAA=+THLEREA

2008 2007

—BENF ZEELF

HK$’000 HK$’000

FHET T

Ordinary shares: Fra g

Interim dividend declared after HHHBEIR
the balance sheet date of Z RIS
HK15 cents per share 15U

(2007: HK15 cents per share) (" EZLAE - BB 36,622 36,646

The amount of the interim dividend for the six months ended
30th June, 2008 has been calculated by reference to 244,146,423
shares in issue at 17th September, 2008.

The Company did not pay any dividend during the current and
prior period. The final dividend of 2007 was paid in August 2008.

When the Board considers whether a dividend should be
paid, if so, the amount, factors such as the past record of
dividends, earnings of the Company and the Group, operational
requirements, planned expansion and growth of the Group’s
businesses, the earnings forecast as well as the cash flow forecast
of the Company and the Group will be taken into consideration.

It is particularly noted:

—  That the accounts are consolidated and therefore a major
portion of the consolidated earnings of a listed group may be
retained in the lower level partly owned subsidiaries (listed
or unlisted) and associates or jointly controlled enterprises
(listed or unlisted).

—  The declared profit is not equivalent to actual cash received
because of accounting standards and only cash received
should be considered in determining cash dividends paid.

An objective of the Company is to maintain a balance between
sustained growth of the Group and benefits of the shareholders as
a whole.

BE-FZZNFENH =T HIEANEA Z PR
BE&EI2H R _FZ)FILH L HBE BT
Z 244,146,423 Y FEE o

A A SR E ) 5 AR 2 ) I IR B AT AT I
B BT EEZAMRE TN BT N\E
JNHIRES »

B B R T IR BOR B OUR B B - &
BEZIHFR  GREIRSLE - ARF R
ARLEBR A~ FOETE - RS - AL
B R BTN A LA S m) S 4 [ 8 4
T -

il

i

e

PR F AR A AR > R E iy 4 i
KAy S L R B A HE T IR 2 R
W) A ®) (BT IR L) ME A m st
[l A2 (BT ek B -

= EERERIZTN > T A AN R R
TS - T 8 AT B < S I B A2 20
FREE A o

AN 2 — YA H BRI BT A S B Fr AR B
BB 2 BB A 4
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11.

for the six months ended 30th June, 2008 BE_FEF/NFNRH=ZTHIEARMEA
INVESTMENT PROPERTIES 1. REWEHE
HK$'000
TH#IT
Fair value AFEE
At 1st January, 2007 A EELE—~H—H 2,780,300
Addition HEm 862
Disposal s (43,600)
Transferred from property, plant and equipment L 4=RYE B ] 143,000
Transferred from properties held for sale WAL EYE 78,760
Increase in fair value for the year RN B (E R0 445,878
At 31st December, 2007 REFEFELETZHA=1T—H 3,405,200
Exchange adjustment FE 53, 3 30
Addition il 113,568
Transferred from properties held for sale o A TF B Y 27,379
Increase in fair value for the period IS (L =R 22,238
At 30th June, 2008 R ERZNFSH=TH 3,568,415

12.

The fair values of the Group’s investment properties at 30th June,
2008 and 31st December, 2007 have been arrived at on the
basis of a valuation carried out on that day by Norton Appraisals
Limited, a firm of independent and qualified professional valuers
not connected with the Group. Norton Appraisals Limited has
appropriate qualifications. The valuation was principally based
on investment approach by taking into account the current rents
passing and the reversionary income potential of tenancies. For
the properties which are currently vacant, the valuation was
based on capitalisation of the hypothetical and reasonable market
rents with a typical lease term or direct comparison approach.

AREEEEYER —ETNEARAA =T
FELFET A= —HZAFEECRER
7 S A S0 5 e 2 80 7. 1 A S (L
I PR T A R A R FOEAT Z A (E R E -
S R RE A A R AR B A B o %A (E
FRURPEBCE L BT & I ] A A 2 A
BWATIE « B3R 2 B 2 Y26 2 A E TR
B R R AL FH A BTG S T E S E
HHBGL E -

AVAILABLE-FOR-SALE FINANCIAL ASSETS 12. IHHEESHEE
At 30th June, At 31st December,
2008 2007
R-ZEBNF R EELE
~A=t+tHR tZH=1+—H
HK$’000 HK$’000
THT T#ETT
Listed equity investments issued by BAFEEBE T ETRARE
corporate entities, at fair value TR E
Hong Kong wil 513,369 964,222
Outside Hong Kong Ak UG [ 169,106 256,044
682,475 1,220,266
Unlisted equity investments issued by~ HIf3EEf AR T2 IF AT ROAHRE
corporate entities, at fair value N HEE 214,997 203,704
897,472 1,423,970
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for the six months ended 30th June, 2008

BEEZZ/EASH=THIEANAA

13.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS

13. ERESKREATVEERECEREE

At 30th June, At 31st December,

2008 2007
R-ZBN\F e = S
AHZ=Z+H +=ZA=+—H
HK$’000 HK$’000
FHET TH#ET
Held for trading investments, FIEEBERE -
at fair value BRAVEE
Listed equity securities bR
issued by corporate entities S BT
Hong Kong ik 328,100 198,053
Outside Hong Kong FHELAS M [ 110,826 214,735
issued by banks o SRAT AT
Hong Kong itk 86,179 10,826
issued by public utility entities HI AR BT
Hong Kong i 47 41
525,152 423,655
Unlisted equity securities issued by H s LA S b [
corporate entities outside EEMEITZ
Hong Kong I b IBeA R I 24,570 40,955
Warrants and options listed in A BT BRI RS
Hong Kong el 9,414 30,290
Warrants and options listed outside AU LASIM [ TT 2 3R R
Hong Kong B 153 36
Unlisted overseas warrants I b SR IR R 13,826 12,336
Bonds 5% 17,660 -
Warrants issued by listed associates B T N w7 2 BRI RS 19,739 285,251
Others HoAtb 867 779
611,381 793,302
Equity securities in unlisted FLETREESZREES
investment funds, at fair value BEAEEER
issued by corporate entities outside H A s LA S/ [ A SE BT RS
Hong Kong AT 314,742 416,199
926,123 1,209,501
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for the six months ended 30th June, 2008

BEEFNEANA=ZTHIEANEA

14. TRADE AND OTHER RECEIVABLES

15.

The aging analysis of the trade receivables, secured term loans,

14. ESREMEWRFIE

T 55 H A 3 E NI R el A B 5 O

unsecured term loans and margin loans that was past due at the HHEPT A B ~ IEE A B s
balance sheet date but not impaired were as follows: ZHEES A HTUN R -
At 30th June, At 31st December,
2008 2007
R=BENF AR
ANB=+H +ZH=+—H
HK$’000 HK$’000
FET THIT
Past due at the balance sheet date REERBRE
1 to 30 days 1230H 199,141 117,766
31 to 180 days 31%180H 35,833 73,707
181 to 365 days 181%2365H 52,117 21,474
over 365 days 365HLE 30,449 42,258
317,540 255,205
Trade and other receivables that A s B 5
were not past due nor impaired HoAh PR TE 5,473,501 5,629,244
5,791,041 5,884,449
CASH AND CASH EQUIVALENTS 15. BEREASEEY
At 30th June, At 31st December,
2008 2007
R-BENF N _EELF
AB=+H +=A=+—H
HK$’000 HK$'000
FERT THIT
Bank balances and cash SRATHE IR M4 895,787 950,086
Fixed deposits with banks SRAT I K 1,481,288 1,853,219
Treasury bills I Jek 7,774 7,724
2,384,849 2,811,029

The Group maintains trust and segregated accounts with licensed
banks to hold clients” deposits arising from normal business
transactions. At 30th June, 2008, trust and segregated accounts
not dealt with in these accounts totalled HK$4,619,995,000 (at
31st December, 2007: HK$5,255,971,000).

ASE R R ERAT PR A St B IR T » B
M HWETTEMEAEPEiAs o iR
TEENENAZTH - BERBILIES I
KEFFERARRIET 2 &% 4 5H4,619,995,000
BTN _ZFELE+_H=Z+—H:

5,255,971,000#7C) °
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BEEEZ/EARH=THIEANAA

16. TRADE AND OTHER PAYABLES

The aged analysis of the trade payables is as follows:

16. B5 REMEBNIER
JEAT B 5 SRR Z IR AT A T

At 30th June, At 31st December,
2008 2007
R-BENE  ROTRLE
AA=+H +—-HA=+—H

HK$’000 HK$'000

FERT FH#IT

0 to 30 days 0Z30H 1,140,381 1,398,922
31 to 180 days 31%180H 28,620 12,444
181 to 365 days 181%365H 5,159 2,062
Over 365 days 365HLLE 26,989 13,080
1,201,149 1,426,508

Other payables FHAt AT 3R 692,912 645,266
1,894,061 2,071,774

17. BANK AND OTHER BORROWINGS

17. BITREMEE

At 30th June, At 31st December,
2008 2007
R=ZZNF N _EELF
~A=+tB +=H=1+—H

HK$’000 HK$'000
FERT T
Bank loans, overdrafts and other SRITER ~ B
borrowings comprise: HAt S
Bank loans HRATRK 3,509,146 3,633,233
Bank overdrafts RITIE L 12,647 18,000
Other borrowings HAh B4 65,840 19,723
3,587,633 3,670,956
Analysed as: 5
Secured K 1,909,146 1,921,233
Unsecured KA 1,678,487 1,749,723
3,587,633 3,670,956
Analysed for reporting purposes as: SEE R B AT Z T
Current liabilities =L 1,033,493 891,364
Non-current liabilities FE BN & 2,554,140 2,779,592
3,587,633 3,670,956
Interim Report 2008
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for the six months ended 30th June, 2008

BEEFNEANA=ZTHIEANEA

18.

19.

LOAN NOTES 18. EREE
At 30th June, At 31st December,
2008 2007
R-ZEBNF N EELAE
AHA=tH +ZHA=1+—H
HK$’000 HK$’000
THET T#ETT

At amortised cost R SH R A

Loan notes issued by the Company WiN/NIEI R Ty o 47,133 46,060
Loan notes issued by a listed subsidiary — L7 b 24 "84T 2 SCRTE - 69,166
47,133 115,226

The loan notes of the Company and those of the listed subsidiary,
Sun Hung Kai & Co. Limited (“Sun Hung Kai”), were issued
as part of the consideration for the repurchase of shares of the
Company and Sun Hung Kai respectively. The loan notes issued
by the Company bear interest at 2.25% per annum and are due
on 15th August, 2008. The loan notes issued by Sun Hung Kai
carry interest at 4% per annum and had been repaid during the
period upon maturity on 7th March, 2008. The effective interest
rates are 7.0% and 7.9% per annum respectively.

RGN ) Fe T B N D Er e A BR A D ([ s
3 |) 2 SRR T AT AR o0 Al B () AR N 7] B
e S B 2 IR ARAE - AN R BT 2 B
RS 2.25 FHE > W T \ENH
T E o BT 2 BRI IRAE R
AJEFE - Wk —ER/E=H B ER
g - BEAERRD P 57, 08 7 9JE -

SHARE CAPITAL 19. B
Number
of shares Value
BRoEE BE
HK$’000
T
Ordinary shares of HK$2 each g SR B2 Wk T 2 A g
Authorised: e
At 31st December, 2007 WZEFZLFETZA=T—HK
and 30th June, 2008 ZEFENFNRHA=ZTH 650,000,000 1,300,000
Issued and fully paid: BT R
At 1st January, 2008 HoEENFE—H—H 244,236,423 488,473
Shares repurchased and cancelled 15 1] K 5 8 A (76,000) (152)
At 30th June, 2008 W oEZ)NAFEARA=TH 244,160,423 488,321

During the period, the Company repurchased a total of 76,000
of its own ordinary shares at an aggregate cost of approximately
HK$2,226,000, which included transaction costs of approximately
HK$8,000, on the Stock Exchange. The repurchased shares were
cancellable upon repurchase and accordingly the issued share
capital of the Company was reduced by the nominal amount
thereof. The premium on repurchase was charged against
accumulated profits.

HAN > AR\ RN A T i 1] A 35 76,000 4 B
Z WM > BURA 42,226,000 7T > B AL
1532 55 AR 498,000 G o 1 171 A 43 2 774 B [
WFEE gl > BOAS N 7 22 B B AT A 42 T (1 3
W [ e A 4 B 51 s Rl o
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for the six months ended 30th June, 2008

BEEEZ/EARH=THIEANAA

20. CONTINGENT LIABILITIES 20. RABE
(@ At the balance sheet date, the Group had guarantees as (@) JAGEEH > AEEFEELZIBHENT
follows:

At 30th June, At 31st December,
2008 2007
R-BENF N_EELF
AA=+H +-H=+—H
HK$'000 HK$'000
FAT T

Indemnities on banking S E T &

guarantees made available to g R

a clearing house and SRATIE AR
regulatory body TR OR 5,540 5,540
Other guarantees HoAh A R 3,000 1,400
8,540 6,940
(b) In 2001, an order was made by the Hubei Province Higher (b) Ao EE—F, FEBILEEHARE
People’s Court in China (“2001 Order”) enforcing a CIETAC BEfE A ([ —FZF—H4 ) o st
award of 19th July, 2000 (“Award”) by which Sun Hung Kai AT EEEFEEL A+ ILH Z CIETACH 3
Securities Limited (“SHKS”), a wholly-owned subsidiary of (TR ) > BR PRI 2 G WE /A 735
Sun Hung Kai, was required to pay US$3,000,000 to Chang PR PR A E ([HsEEaEs D) >
Zhou Power Development Company Limited (“JV”), a B A5 A R RN TE DR A RA A
mainland PRC joint venture. SHKS had disposed of all of its (T58AF 1) 32443,000,000% T8 o HEk
beneficial interest in the JV to Sun Hung Kai’s listed associate, HIF RO — LUIUEBS RS AT Z
Tian An China Investments Company Limited (“Tian An”), RSN Eot: EoX ki R T i) - UN
in 1998 and disposed of any and all interest it might hold in T REHREEERAT ([RL]) > b
the registered capital of the JV (“Interest”) to Long Prosperity ZEFFH > S S S H R
Industrial Limited (“LPI”) in October 2001. Subsequent to HBNT Z EMEART EA 2T 2
those disposals, SHKS’ registered interest in the JV in the i RE4E (TREZS ) % T Long Prosperity
amount of US$3,000,000 was frozen further to the 2001 Industrial Limited ([ LPI]) o %4 &
Order. Sun Hung Kai is party to the following litigation % > HEEE LA S SN T 2 i T RE 25
relating to the JV: (183,000,000 70) $%& — FF—H| 41
— R ZBRES - RTINS E A

R ZRFRAZ— T ¢
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20. CONTINGENT LIABILITIES (CONT’D)

(b) (Cont'd)

(i)

On 29th February, 2008, a writ of summons with
general indorsement of claim was issued by Global
Bridge Assets Limited (“GBA”), LPI and Walton
Enterprises Limited (“Walton”) (2008 Writ”) in
the High Court of Hong Kong against SHKS (“HCA
317/2008”). In the 2008 Writ, (a) GBA claims against
SHKS for damages for alleged breaches of a guarantee,
alleged breaches of a collateral contract, for an alleged
collateral warranty, and for alleged negligent and/or
reckless and/or fraudulent misrepresentation; (b) LPI
claims against SHKS damages for alleged breaches of
a contract dated 12th October, 2001; and (c) Walton
claims against SHKS for the sum of US$3,000,000
under a shareholders agreement and/or pursuant to the
Award and damages for alleged wrongful breach of
a shareholders agreement. GBA, LPI and Walton also
claim against SHKS interest on any sums or damages
payable, costs, and such other relief as the Court may
think fit. The 2008 Writ was served on SHKS on 29th
May, 2008. It is being vigorously defended. Among
other things, pursuant to a 2001 deed of waiver and
indemnification, LPl waived and released SHKS from
any claims including any claims relating to or arising
from the Interest, the JV or any transaction related
thereto, covenanted not to sue, and assumed liability
for and agreed to indemnify SHKS from any and all
damages, losses and expenses arising from any claims
by any entity or party arising in connection with the
Interest, the JV or any transaction related thereto.
While a provision has been made for legal costs, Sun
Hung Kai does not consider it presently appropriate
to make any other provision with respect to HCA
317/2008.

On 20th December, 2007, a writ (“Mainland Writ”)
was issued by Cheung Lai Na (sREEHE) (“Ms. Cheung”)
against Tian An and SHKS and was accepted by a
mainland PRC court, # 1t & 2 77 o 8 A B % B
((2008) & R 1 41 755 89%), claiming the transfer of
a 28% shareholding in the JV, and RMB19,040,000
plus interest thereon for the period from January 1999
to end 2007 together with related costs and expenses.
The Mainland Writ is being vigorously defended.
While a provision has been made for legal costs, Sun
Hung Kai does not consider it presently appropriate to
make any other provision with respect to this writ.

20. HAREEE)
(b) (#0)
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20. CONTINGENT LIABILITIES (CONT’D)

21.

(b) (Cont'd)

(iii)

On 4th June, 2008, a writ of summons was issued by
Tian An and SHKS in the High Court of Hong Kong
against Ms. Cheung (“HK Writ”), seeking declarations
that (a) Ms. Cheung is not entitled to receive or obtain
the transfer of 28% or any of the shareholding in the
JV from Tian An and SHKS; (b) Ms. Cheung is not
entitled to damages or compensation; (c) Hong Kong
is the proper and/or the most convenient forum to
determine the issue of Ms. Cheung’s entitlement to any
shareholding in the JV; (d) further and alternatively,
that Ms. Cheung’s claim against Tian An and SHKS in
respect of her entitlement to the shareholding in the
JV is scandalous, vexatious and/ or frivolous; and (e)
damages, interest and costs as well as further or other
relief (together with related costs and expenses). As at
the date of this report, the HK Writ has not been served
on Ms. Cheung. Sun Hung Kai does not consider it
presently appropriate to make any provision with
respect to this action.

CAPITAL COMMITMENTS

20. RAKEE)
(b) (4

(i) MTEEAENANE > K% R
P AL S5 A T SRR B R
B EA AR ([ FHESR ] Bk
LN« (@) o R A HEA 1 K
TSR S I S S R S
I ) 2 28% I HE B AT ] B 5 (b)
3% L = Y2 A R A A5 4R 4 U
& (F WA & E
Z IR AP E iR i L E AN T
AT 2 EA M i
() H RSB Sk & 8 A%
NEZ TR 2 EAME . KB X
GRS RGE ST 2 MR G
TR RS BT MR K B A
B Ke)BERME - FE RZBHSZU
Fe it — 3 s H A A A (L35 AR BH B S
KA o A B> FilsAR
MARRER T L e AR A
ﬁ%ﬁﬁ%ﬁﬁﬁ%%%ﬁ&&ﬁ
B h -

21. BARE

At 30th June, At 31st December,

2008 2007

R=BENF ATTLA

ARA=tR  fFZH=t—H

HK$’000 HK$’000

THET Tt
Capital expenditure contracted CEAERTELRS
but not provided for in the AT R R AR

consolidated financial statements AR 150,858 294,184
Capital expenditure authorised EAREERTT A

but not contracted for EAB 5,573 5,233

Interim Report 2008
CERT AR

27



28

for the six months ended 30th June, 2008

HE

FENENH=Z+HILAMEA

22.

23.

OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had outstanding minimum
lease payments under non-cancellable operating leases, which
fall due as follows:

22,

At 30th June, 2008

EEMEORG

AT H > ARG FAR PR A il fh 4 SRR A T 7
IV S A 2 S ARAR AR IE AT

At 31st December, 2007

R-BENE e S i S
AA=1+H +ZA=+—H
Land and Land and
buildings Others buildings Others
T REF Hip T HoAth
HK$’000 HK$’000 HK$’000 HK$’000
FET FHET TFisoo T
Within one year —ER 160,447 4,952 152,929 6,520
In the second to fifth R B AR
years inclusive (B R WAE) 126,418 2,147 145,598 969
After the fifth year IR 1,011 - 1,168 -
287,876 7,099 299,695 7,489

Operating leases are generally negotiated for terms ranging from
one to five years.

PLEDGE OF ASSETS

At 30th June, 2008, certain of the Group’s investment
properties, hotel property, land and buildings, prepaid land
lease payments and properties held for sale with an aggregate
carrying value of HK$4,426,602,000 (at 31st December, 2007:
HK$4,370,574,000), bank deposits of HK$120,325,000 (at
31st December, 2007: HK$120,000,000), listed investments
belonging to the Group and margin clients with market
values of HK$2,950,692,000 (at 31st December, 2007:
HK$5,716,995,000) and HK$1,559,689,000 (at 31st December,
2007: HK$2,286,292,000) respectively together with certain
securities in respect of listed subsidiaries held by the Company
and its subsidiaries, the carrying value of which in their respective
accounts totalling HK$4,011,472,000 (at 31st December, 2007:
HK$5,204,326,000) were pledged to secure loans and general
banking facilities to the extent of HK$4,081,632,000 (at 31st
December, 2007: HK$4,074,233,000) granted to the Group.
Facilities amounting to HK$1,909,146,000 (at 31st December,
2007: HK$1,921,233,000) were utilised at 30th June, 2008.

At 30th June, 2008, a bank deposit of HK$1,500,000 (at 31st
December, 2007: HK$1,000,000) was pledged to secure a bank
guarantee amounting to HK$2,000,000 (at 31st December, 2007:
HK$2,000,000).

23.

ROETA 2 ] — Bl E Iy — B4 -

BEEEMA

REEBZNFEARH=Z1H  REHEETHREY
¥ WIEWE - b RMT - EAUBE R
HH B 2 1Y B T AB(E 5 4,42 6,602,000 7T (7
“EEZLEFTH=+1—H :4,370,574,000
W ot) ~ SRATAEE £ 120,325,000 JC (7 —
FELFE+TH=Z+—H : 120,000,000 %
L)~ BIRAEEEIFREF 2 EHE ™
ﬁ%ﬂlﬁ%z,%owz,ooo%m s 4:@
+—-H=+—H :5,716,995,000 # 7t )
1 559689000&575 AZEE tEJr:H
=+—H :2,286,292,000% 5C) » M AN
" EEWE AR A2 LT g A A2
JFﬁ% HEABRHBFIRZREMEA L
4,011,472,000 6 (R ZFEEFLHFE+ZH
=+—H : 5,204,326, 0004%71: ) & HEALEH
I #4,081,632,000% ¢ U —FFLHFE+ A
=+—H : 4,074,233,000%7C) 2 BRI — &
WATEEZIEM - R ZFEENFEANA=TH >
BRI 2 (5 548 55 1,909,146,000 3 7T (7t —
FELFE+H=+—H :1,921,233,000

JG)

AN EENENHZ=ZTH > —EHEH#
1,500,000% ¢ (A —FFLEFE+ZH =+—
H : 1,000,000%7C) Z RIFFZE FEHE—

TE %5 #£2,000,000% 7C (i —FEL4FE+ A
=+—H :2,000,000%:70) Z RATIELL
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24. MATURITY PROFILE OF TERM ASSETS AND LIABILITIES

The following table lists the assets and liabilities of the Group
which have a term of maturity. Overdue assets are included as on

. FHEERSEIHIN

RIS T A W A 2 EE SR - @
HIRAT G A RN R R E o

demand.
At 30th June, 2008
R-ZBENFXA=TH
3 months 1 year to
On  Within3 to1 year 5 years After 5
demand  months =f8A &% years Total
BEEE =@AR E2—F aE LE# st
HK$’000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
FTER FTiER T T T FTHERx
Assets BE
Bonds included in financial ERFAE B R IR
assets at fair value through NPEEEEZ
profit or loss SREEMES - - - 11,053 - 11,053
Fixed deposits with banks SRAT R IIAE R - 1,481,288 - - - 1,481,288
Loans and advances to MAMBEEF
consumer finance customers v 055
(before impairment) (R BifH) 650,094 550,765 1,309,675 1,652,159 151,529 4,314,222
Term loans HHIEHK 186,590 329,561 425,739 7,800 - 949,690
Treasury bills B e 5 - 7,774 - - - 7,774
Liabilities =i
Bank and other borrowings AT RIHAAE B 21,647 761,469 250,377 2,513,940 40,200 3,587,633
Loan notes YR - 47,133 - - - 47,133
At 31st December, 2007
RoFFLET AT
3 months 1 yearto
On  Within3  to1 year 5 years After 5
demand months =1 H —HEE years Total
HirefEse =MHAR AR ik TR Mgt
HK$’000  HK$'000 HK$'000 HK$000 HK$'000 HK$'000
T TF#T Tt Tt Tt T
Assets BE
Fixed deposits with banks RATE MR - 1,853,219 - - - 1,853,219
Loans and advances to AR EF
consumer ﬁnance customers ,\%i&%%(
(before impairment) (RIS (E) 409,717 692,002 1,212,614 1,500,933 97,971 3,913,237
Loan notes included in amounts ~ EFFABE/AF
due from associates R EHER - - 78,000 - - 78,000
Term loans HWEHR 138,181 179,031 329,806 - - 647,018
Treasury bills B & % - 7,724 - - - 7,724
Liabilities afE
Bank and other borrowings AT R A B 19,723 673,530 198,111 2,720,382 59,210 3,670,956
Loan notes B - 69,166 46,060 - - 115226
lnuw|m Report2008
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25.

FINANCIAL RISK MANAGEMENT

Risk is inherent in the financial sector and sound risk management
is a cornerstone of prudent and successful financial practice. The
Group acknowledges that a balance must be achieved between
risk control and business growth. The principal financial risks
inherent in the Group’s business are market risk (including
trading risk, interest rate risk and foreign exchange risk), credit
risk and liquidity risk. The Group’s risk management objective is
to enhance shareholders’ value while maintaining risk exposure
within acceptable limits.

The Group’s risk management governance structure is designed to
cover all the businesses and to ensure various risks are properly
managed and controlled in the course of business. The Group
has a sound risk management organisational structure as well
as comprehensive policies and procedures for risk management
which are reviewed regularly and modified where necessary in
response to changes to markets, the operating environment or
business strategies, by the relevant risk management committee
(“RMC") established by the board of directors of the relevant
group companies (or related recognised committees on its
behalf). The relevant independent control departments of the
Group, namely internal audit, compliance and risks control, play
important roles in the provision of assurance to the management
that a sound internal control system is maintained and adhered
to.

(@ Market Risk
(i) Trading Risk

Market risk primarily arises from available-for-sale
financial assets and financial assets/liabilities at fair
value through profit or loss, various managed funds
investments, as well as trading activities including
market-making and proprietary trading. Trading
activities across the Group are subject to limits
approved by the RMC. The relevant risk control
department independently monitors and reports
the positions, risks and financial performance of
the Group’s proprietary trading activities involving
equities, derivatives, leveraged foreign exchange,
bullion and other metals contracts. Derivatives include
trading of futures, options and knock-out options
(trading name as Accumulators). Proprietary trading
exposures are measured on both a “mark-to-market”
and a “mark-to-fair” basis, and “maximum loss” and
“position” limits are used. Value at Risk (VaR) and
stress tests are also used in the assessment of risk.
These are approaches that assist in the quantification
of risk by combining the size of a position and the
extent of a potential market movement into a potential
financial impact.

25. SEIAKREE
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P2 o AR S — 8 2 35 00 R R A AR A e
5 3l 2 4 LB A B R AT 5E 5 W BUR RAR)T
A B EOR AR e g e AR > A R
I3 A7 [ 2 11 2 ) 2 o e S Y S B B 2 B
([ aREEZERE]) (M ARHERIZR
AR METT Y - AR BRI RS SR s S B
HABRT o A% 52 [ A A el 28 S 42 ol o B g
T R R B ) R R A
I L it R A5 A i ) PR 0 B 4 8 FL L
ST B I

(@) TWiZER
(i) XEZEE

Y R R A [ R A R
RO R S IR A T E AR
SRERE/Ef SEZEHELS
WERKEE G - BT EEE
B A EEEEGH  AEEZEE
TEENE AR S R B e Rt R
FEPR o A7 B LB A S & T L
B N MR M A - AT H
TR INE ~ 4 R HME B AL
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25.

FINANCIAL RISK MANAGEMENT (CONT’D)

(a)

(b)

Market Risk (Cont’d)

()

(ii)

(ifi)

Trading Risk (Cont’d)

The Group’s dealing departments are responsible
for managing and monitoring all open positions and
trading exposure within pre-set trading risk limits,
perform hedging in accordance with their overall
strategies and are accountable for profit targets set by
management. The Group’s various proprietary trading
positions and financial performance are reported daily
to senior management for review. The relevant internal
audit departments also perform audits to supplement
the above controls to ensure compliance with the
established market risk limits and guidelines.

Interest Rate Risk

Interest rate risk primarily results from timing
differences in the re-pricing of interest bearing assets,
liabilities and commitments.

The Group's interest rate risk exposure arises mainly
from margin financing and other lending activities
undertaken. The Group has the legal capacity to
quickly recall such loans or reprice its margin loans
to an appropriate level. Its interest-sensitive positions
can readily be identified. Interest rates paid by the
Group are managed with the aim of maximising the
spread of interest consistent with liquidity and funding
obligations.

Foreign Exchange Risk
Foreign exchange risk is the risk to earnings or capital
arising from movements of foreign exchange rates.

The Group’s foreign exchange risk primarily arises
from currency exposures originating from its leveraged
foreign exchange business or purchases of foreign
securities on behalf of clients. Foreign exchange risk
is managed and monitored by the relevant department
under the limits approved by the management or
other relevant committees. In relation to our leveraged
foreign exchange activity, our position is that of a
market-maker, and accordingly our risk is our open
currency positions which are subject to management
approved limits and are monitored and reported daily.
The other possible risk is primarily a derivative foreign
exchange risk for a client who does not or cannot
meet margin calls following any period of substantial
currency turbulence.

Credit Risk

Credit risk arises from the failure of a customer or
counterparty to meet its settlement obligations. It arises
principally from lending, settlement, treasury, market-
making, derivatives, proprietary trading, and other activities
undertaken by the Group.

25. TRIEREE(E)
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25.

FINANCIAL RISK MANAGEMENT (CONT’D)

(b)

(©)

Credit Risk (Cont’d)

The Group’s credit policy, governed by the relevant credit
committee (“CM”), sets the credit approval and monitoring
procedures, which are established in accordance with
sound business practices, the requirements and provisions of
the relevant ordinances, and where applicable, the codes or
guidelines issued by the Securities and Futures Commission.

Day-to-day credit management is performed by the relevant
credit department with reference to the aforementioned
criteria including creditworthiness, collateral pledged and
risk concentration of the counterparties. Decisions made
daily by the credit department are reported and reviewed by
the senior management of the Group and by the CM at its
regular meetings.

Liquidity Risk

The goal of liquidity management is to enable the Group,
even under adverse market conditions, to meet all of its
maturing repayment obligations on time and to adequately
fund operational activities and strategic opportunities.

The Group manages its liquidity position to ensure the
Group maintains a prudent and adequate liquidity ratio,
in strict accordance with statutory requirements. This is
achieved by the management and relevant senior managers
monitoring the liquidity position of the Group on a daily
basis to ensure the availability of sufficient liquid funds
to meet all obligations and compliance with the statutory
requirements such as the Financial Resources Rules applying
to various licensed subsidiaries.
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TO THE BOARD OF DIRECTORS OF ALLIED GROUP LIMITED

Introduction

We have reviewed the interim financial information set out on pages 4
to 32, which comprises the condensed consolidated balance sheet of
Allied Group Limited as of 30th June, 2008 and the related condensed
consolidated income statement, statement of changes in equity and
cash flow statement for the six-month period then ended and certain
explanatory notes. The Main Board Listing Rules governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and Hong Kong
Accounting Standard (“HKAS”) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants.
The directors are responsible for the preparation and presentation
of this interim financial information in accordance with HKAS 34.
Our responsibility is to express a conclusion on this interim financial
information based on our review, and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants. A review of
interim financial information consists of making enquiries, primarily of
persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an
audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us
to believe that the interim financial information is not prepared, in all
material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
17th September, 2008
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The Board is pleased to declare an interim dividend of HK15 cents per
share (2007: HK15 cents) payable to the shareholders whose names
appear on the register of members of the Company on Friday, 31st
October, 2008. The Board is cognizant of the benefit to shareholders
of a dividend policy with a high pay-out ratio. However, we consider
that a sustainable dividend represents a better policy. This is reflected
in this current dividend declaration, which is the same as that in the
corresponding period of last year, even though a fall in profit has
been reported. It should also be noted that the Company continued to
repurchase its shares during the period at an aggregate consideration of
approximately HK$2.2 million. Accordingly, both net asset value per
share and earnings per share have been enhanced.

The register of members of the Company will be closed from Monday,
27th October, 2008 to Friday, 31st October, 2008 (both days
inclusive), during which period no transfer of shares of the Company
will be registered. In order to qualify for the interim dividend, all
transfer forms accompanied by the relevant share certificates must be
lodged with the Company’s share registrar, Computershare Hong Kong
Investor Services Limited of Shops 1712 — 1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong for registration
not later than 4:30 p.m. on Friday, 24th October, 2008. Dividend
warrants are expected to be despatched on Friday, 7th November,
2008.
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RESULTS

The revenue of the Group was HK$1,930.4 million, a decrease of 9.2%
compared with the corresponding period of 2007. The decrease in
revenue was mainly due to the decrease in turnover from the Group’s
broking and finance business due to an unstable financial market
during the period, and was partly alleviated by increased revenue from
the consumer finance and healthcare segments.

The profit attributable to the equity holders of the Company for the
period was HK$208.5 million (2007: HK$673.6 million), a decrease
of HK$465.1 million. Earnings per share amounted to HK$0.85 (2007:
HK$2.74).

The decrease in profit was primarily due to:

- decreased contributions from the Group’s financial services
division;

- lower fair value gain on the investment properties of the Group;
and

- losses, both realised and unrealised, arising from investments in
securities due to a falling global financial market.

FINANCIAL RESOURCES, LIQUIDITY AND CAPITAL STRUCTURE

At 30th June, 2008, the equity attributable to the equity holders
of the Company amounted to HK$9,032.1 million, representing a
decrease of HK$152.5 million or approximately 1.7% from that of
31st December, 2007. The Group’s short-term bank deposits, treasury
bills, bank balances and cash amounted to HK$2,506.7 million (at
31st December, 2007: HK$2,932.0 million). The Group’s bank loans
and other borrowings, together with loan notes, totalling HK$3,634.7
million (at 31st December, 2007: HK$3,786.2 million) of which the
portion due on demand or within one year was HK$1,080.6 million
(at 31st December, 2007: HK$1,006.6 million), and the remaining
long-term portion was HK$2,554.1 million (at 31st December, 2007:
HK$2,779.6 million). The liquidity of the Group as evidenced by the
current ratio (current assets/current liabilities) was 3.41 times (at 31st
December, 2007: 3.74 times). The Group's gearing ratio (net bank and
other borrowings together with loan notes/equity attributable to the
equity holders of the Company) was 12.5% (at 31st December, 2007:
9.3%).

The loan notes are charged at fixed interest rates. Most of the bank
borrowings of the Group are charged at floating interest rates.

During the period, the Company repurchased a total of 76,000 of its
own shares at an aggregate consideration, including transaction costs,
of approximately HK$2.2 million.
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ACQUISITION AND DISPOSAL

On 26th June, 2008, Famestep Investments Limited (“Famestep”), a
direct wholly-owned subsidiary of Allied Properties (H.K.) Limited
(“Allied Properties”), completed the acquisition of the entire share
capital of Wah Cheong Development (B.V.1.) Limited (“Wah Cheong”)
and the assignment of a HK$271.4 million loan from Sun Hung Kai
for an aggregate consideration of approximately HK$470.7 million. As
at the completion date of the disposal, Wah Cheong was beneficially
interested in approximately 51.15% of the issued capital of Quality
HealthCare Asia Limited (“QHA”). Details of the transaction were
contained in the joint announcement dated 14th May, 2008 made by
the Company, Allied Properties and Sun Hung Kai and the circulars
dated 4th June, 2008 issued by the Company, Allied Properties and
Sun Hung Kai respectively. It should be noted that in the consolidated
financial statements of the Company, the gain on the disposal of Wah
Cheong of approximately HK$163 million recorded by Sun Hung
Kai was eliminated against the goodwill arising from the acquisition
of Wah Cheong by Famestep as the transaction is an intercompany
transaction.

Other than the above group reorganisation, there were no material
acquisitions or disposals of subsidiaries, associated companies or
jointly controlled entities completed during the period.

RISK OF FOREIGN EXCHANGE FLUCTUATION

There have been no significant changes in the exposure to foreign
exchange risks from those outlined in the Company’s Annual Report for
the financial year ended 31st December, 2007.

CONTINGENT LIABILITIES

Details regarding the contingent liabilities are set out in note 20 to the
condensed consolidated financial statements on pages 25 to 27.
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MATERIAL LITIGATION UPDATE

(a)

On 10th July, 2006, the Court of Final Appeal upheld the
judgment (as amended by the Court of Appeal) of the Hong Kong
Court of First Instance of Tst April, 2004, that SHKS holds a 12.5%
interest in a 50/50 joint venture entered into between New World
Development Company Limited (“NWDC”) and IGB Corporation
Berhad to purchase land and build two international hotels plus a
200-unit serviced apartment complex in Kuala Lumpur, Malaysia
(“Joint Venture”), and that accordingly, SHKS was liable to pay
to NWDC the sums which NWDC had advanced to the joint
venture company Great Union Properties Sdn. Bhd. (“GUP”) on
behalf of SHKS, together with interest on such monies (“Judgment
Sum”) and costs of the First Instance hearing and of the two
appeals (“Costs Order”). SHKS had previously paid to NWDC
the Judgment Sum and more recently a sum in satisfaction of the
Costs Order. Other claims from NWDC for amounts advanced
to GUP on behalf of SHKS with respect to the Joint Venture
had been paid previously by SHKS. SHKS is presently seeking
the assistance of NWDC and Stapleton Developments Limited
(“Stapleton”) to ensure that the legal interest of the issued shares
of GUP which Stapleton holds on trust for SHKS be transferred to
SHKS, that GUP acknowledges and records in its accounts in the
name of SHKS the amount of the shareholders’ loans made on
behalf of SHKS to it.

By Notice dated 6th June, 2007 the Financial Secretary required
the Market Misconduct Tribunal (“MMT") (i) to conduct
proceedings, and (ii) to hear and determine matters arising out of
dealings in the securities of QPL International Holdings Limited
dating back to May and June 2003. Sun Hung Kai’s indirect
wholly-owned subsidiaries, Sun Hung Kai Investment Services
Limited and Cheeroll Limited (now known as Sun Hung Kai
Strategic Capital Limited) were specified in the Notice with two
employees of Sun Hung Kai. Procedural determinations made by
the MMT were the subject of judicial review heard in June 2008,
the outcome of which is pending. While a provision has been
made for legal costs, Sun Hung Kai does not consider it presently
appropriate to make any other provision with respect to the
Notice or the judicial review proceeding.

Details of proceedings relating to Chang Zhou Power
Development Company Limited, a mainland PRC joint venture,
are set out in paragraph (b) of the “Contingent Liabilities” in note
20 to the condensed consolidated financial statements on pages
25to 27.

PLEDGE OF ASSETS

Details regarding the pledge of assets are set out in note 23 to the
condensed consolidated financial statements on page 28.
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FINANCIAL SERVICES
Broking and finance

Sun Hung Kai, the Group’s broking and finance arm, recorded a profit
attributable to its equity holders of HK$462.3 million (2007: HK$747.1
million).

It should be noted that Sun Hung Kai’s profit for the period included
several non-cash charges. Firstly, there was an impairment charge
of HK$56 million relating to the carrying value of intangible assets,
specifically the value of the customer relationship of Sun Hung Kai’s
consumer finance business, which was acquired in 2006. In addition,
Sun Hung Kai’s profit was also impacted by the ongoing amortisation
charges of intangible assets totalling HK$114 million (2007: HK$105.3
million). These charges are of a non-cash nature and do not affect the
underlying operating cash flow.

The brokerage division’s customer recruitment strategy enjoyed
commendable results, with approximately 17,000 new accounts
opened during the 12-month period to 30th June, 2008. During the
first half of 2008, SHK Online, Sun Hung Kai’s self-directed internet
execution service, was able to maintain its momentum, and matched its
2007 first half performance in terms of both revenue and profitability.
The reduction in revenue generated from stock trading was mitigated to
some extent by an increase in activity on Sun Hung Kai’s HSI Futures
trading platform.

Surging demand for commodities and a weaker U.S. dollar during the
period under review saw oil peak at a record US$143.67 per barrel,
with gold also surpassing its previous highs to reach US$1,030.80
per ounce. Sun Hung Kai’s trading volumes of overseas commodities
futures doubled during the first half, with precious metals and foreign
currencies also proving popular among investors looking for alternative
investment opportunities.

As a result of tighter credit conditions and weaker capital markets, the
margin lending business remained relatively stable, with its loan book
growing 4.5% to approximately HK$2.8 billion compared with the first
half of 2007.

The wealth management division recorded pleasing revenue growth
during the period. Combined revenue from Sun Hung Kai’s mutual
fund platform, which offers more than 2,500 funds along with sales
in unit-linked products, climbed steadily, increasing more than 10%
when compared with the same period last year. Several initiatives
aimed at expanding Sun Hung Kai’s revenue streams and boosting the
productivity of its investment consultants were also adopted.

The asset management division experienced a reasonably steady first
half despite the continued performance challenges and widespread
redemptions in the industry. Assets under management held directly
and through associates continued to grow towards the US$1 billion
mark.

Consumer finance

United Asia Finance Limited (“UAF”), the Group’s consumer finance
arm, achieved a double-digit rate of increase both in loan portfolio and
interest income during the first half of the year. However, the division’s
profit after tax for the period was marginally lower when compared
with the same period in 2007, which reflected a gain from the disposal
of The Hong Kong Building and Loan Agency Limited (“HKBLA”) in
May 2007. Excluding the HKBLA gain in 2007, profit for the current
interim period would have increased by 19%.

While competition in the Hong Kong market remained intense, the
management continued to broaden UAF’s distribution network both in
Hong Kong and China. As at 30th June, 2008, UAF had 41 branches in
Hong Kong and 8 branches in Shenzhen.
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FINANCIAL SERVICES (CONT’D)
Consumer finance (Cont’d)

The China business continues to grow at a satisfactory pace as UAF's
Mainland branch network gradually builds towards critical mass. The
challenge now for UAF in its China operations is to secure sufficient
Renminbi funding to grow its business. In this regard, the management
has been exploring alternative funding sources with several financial
institutions.

PROPERTIES
Hong Kong

Allied Properties reported a profit attributable to its equity holders of
HK$322.1 million (2007: HK$742.7 million).

Allied Properties’ recurrent income from its investment property
portfolio continued to increase. Park Place, Century Court, St George
Apartments, Allied Cargo Centre as well as China Online Centre
achieved higher rental income. The hotel operating income from
Ibis North Point continued to record improving results due to higher
average room rates and occupancy rates as a result of the continuing
robust tourism industry in Hong Kong.

Allied Kajima Limited, 50% indirectly owned by Allied Properties and
holding properties including Allied Kajima Building, Novotel Century
Hong Kong hotel and the Sofitel Philippine Plaza Hotel, contributed a
lower profit than that of the corresponding period in 2007, principally
due to a lower fair value gain from the investment properties.

Mainland PRC

Revenue of Tian An for the period reached HK$210.7 million
(2007: HK$244.4 million for continuing operations and HK$192.5
million for discontinued operations), a decrease of 14% compared
with the corresponding period last year. The profit attributable to
equity holders of Tian An was HK$957.4 million (2007: HK$335.7
million), representing a 185% increase. This increase included a
gain of HK$757.1 million, representing the change in fair value of a
derivative financial instrument liability in respect of the warrants. If
Tian An excluded this change in fair value of the derivative financial
instrument and the profit of HK$137.8 million from its discontinued
cement operations in the corresponding period of last year, the profit
attributable to its equity holders would have shown a slight increase.

Tian An sold 34,300 square metres in the first half of 2008, compared
to 40,100 square metres in the first half of 2007. A total gross floor area
(“GFA") of approximately 79,900 square metres (2007: 49,800 square
metres) of residential and commercial property was completed during
the period, representing an increase of 60%. By 30th June, 2008, a
total GFA of approximately 362,000 square metres (2007: 335,130
square metres) was under construction, representing an 8% increase
over the same period of last year. Tian An’s GFA landbank currently
stands at approximately 7,053,000 square metres.

Tian An is in a strong financial position with total bank balances and
cash as at 30th June, 2008 of over HK$3 billion which is expected
to increase with proceeds from disposals. Barring unforeseen
circumstances and excluding the effect of change in fair value of the
derivative financial instrument as mentioned above, Tian An expects a
significantly stronger second half profit contribution.
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INVESTMENTS
QHA

For the six months ended 30th June, 2008, QHA reported revenue
of HK$518.6 million, an increase of 12.5%, compared to HK$460.9
million for the same period of last year. Profit attributable to equity
holders of QHA was HK$29.3 million, a decrease of 8.2%, compared
to HK$31.9 million for the corresponding period in the prior year.
The reduction in profit was principally due to the reduction in interest
income derived from QHA’s bank deposits, the decline in contribution
from the elderly operations and the absence of contribution of an
associate which was disposed of in the second half of 2007.

QHA has adopted different strategies to actively manage inflationary
pressures whilst continuing to develop business initiatives for further
growth and development of the network and services. Through active
negotiation with landlords, QHA has been successful in controlling
rental costs inflation within its targeted range. Where appropriate QHA
has introduced price adjustments for its services and offered alternative
solutions for its clients.

QHA continued to expand its network of core medical centres during
the reporting period, with the opening of a new centre in the central
business district and the expansion of a medical centre in the Hong
Kong East region into an integrated centre encompassing western
medicine, chinese medicine, dental, and physiotherapy services.

There was a 5.7% increase in client visits at QHA’s medical network,
14.2% increase in fee for services income and a growth of 14.9%
in cash revenues during the reporting period compared to the
corresponding period of last year.

Yu Ming Investments Limited (“Yu Ming”)

Yu Ming reported a loss attributable to its equity holders of HK$165.5
million (2007: profit of HK$53.9 million). This is mainly due to
revaluation losses in its securities portfolio.

At 30th June, 2008, the major investments of Yu Ming included
investment in listed equities, equity forward contracts, structured notes,
investment funds, stock options and unlisted warrants. In April 2008,
Yu Ming entered into an agreement with an independent third party to
dispose of the investment in Grand China Air Company Limited for a
consideration of HK$110 million. Yu Ming received a HK$30 million
non-refundable deposit in cash, with the balance of HK$80 million
payable upon completion in September 2008.

EMPLOYEES

The total number of staff of the Group at 30th June, 2008 was 3,514
(at 31st December, 2007: 3,444). The Group reviews remuneration
packages from time to time. Besides salary payments, other staff
benefits include contributions to employee provident funds, medical
subsidies and a discretionary bonus scheme.

MANAGEMENT OF RISKS

The management of risks in respect of the Group'’s finance businesses
is primarily conducted by Sun Hung Kai and UAF. There have not
been any significant changes in the management of such risks from
that described in the Company’s Annual Report for the financial year
ended 31st December, 2007. In addition, the Group’s financial risk
management is discussed in note 25 to the condensed consolidated
financial statements on pages 30 to 32 which includes the management
of market risk, credit risk and liquidity risk.
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The US sub-prime mortgage crisis and increasing global inflationary
pressures continue to pose challenges for the global and local
economies. We expect that the global economic outlook will remain
uncertain in the second half of 2008. The Mainland government’s
austerity control measures, aiming at reining in inflation and restricting
investment in property by controlling fund inflows, is expected to
generate some negative sentiments within the China investment
market.

The management is cognizant of the impact of such adverse short
term fluctuations and has prepared the Group for such challenges.
The Group has often been described as being overly conservative.
The advantage of this character is now evident as the Group’s
strong financial position should enable it to take advantage of any
opportunities during this uncertain operating period.

No option was granted under the share option scheme of the Company
during the six months ended 30th June, 2008, nor was there any option
outstanding at 31st December, 2007 and 30th June, 2008.

At 30th June, 2008, Mr. Lee Seng Hui and Ms. Lee Su Hwei, Directors,
had the following interests in the shares of the Company as recorded in
the register required to be kept under Section 352 of the Securities and
Futures Ordinance (“SFO"):

52 B AR 48 FE 0 I 2 BROE AR BE ) R A A
o 2 ok e by 58 37 T g PR BB o A8 RI TR — N
AR AP AE R ERECPE AT SR AN RSB o BB 9 R
L A 0 5 708 B 2 ) 4 T B R R % B
P o TE DM S B % T 3 A TSR

P
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B L 7 5 S SRS B AN AR B > AR [
O 7 % % DR T YE A o AR K Bl o i I
TE > SR B IRF IE R AR BB o A S T Y A S
SRUUER (B 4 A AS W1 BR A8 A TR S SR AT AT R A o

AEEZFETNENA =+ HIEAMEA N > I AR
BN T Z WM R BB AR AT AR > R =T F
EFEF AT RFEFNFEANA =1 H IR E
AT AT B S 1 R AT o

e TN ANt ey T
(825 KM B 1)) 45352 IR A 1t 2 82 M
W R R S IR L A R o
REA DL T i

Approximate % of the

Name of Director Number of shares held

relevant issued share capital

Nature of interest

HEREE BITRE
EEn BEZRHOEE ZHHE D EEME
Lee Seng Hui 105,799,413 43.33% Personal interest (held as beneficial owner)
25 B in 22,921 shares and other interest
in 105,776,492 shares (Note 1)
22,921 B ARELS (LUE 2 A A
BIREA) X%105,776,492 11 5
HAbRERS (£
Lee Su Hwei 105,776,492 43.32% Other interest (Note 1)
R HARERS (BGET)
Notes: F&E -
1. Mr. Lee Seng Hui and Ms. Lee Su Hwei are trustees of Lee and Lee Trust, being a 1. 2 PR SIE 2 e A WU L o A AR 2 70105, 776,492 B

discretionary trust which indirectly held 105,776,492 shares of the Company.
2. All interests stated above represent long positions.

Save as disclosed above, at 30th June, 2008, none of the Directors and
chief executive of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of
its associated corporations, within the meaning of Part XV of the SFO,
as recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (“Model Code”) as set out in Appendix 10 of the Listing
Rules.
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At 30th June, 2008, the following shareholders had interests in the
shares of the Company as recorded in the register required to be kept
under Section 336 of the SFO:

WFERNEANH=1H - RIERE S5 R &)
H336MHE T r B2 BRC AT > A AR TR
it 2 A

Approximate % of the

Name of shareholder Number of shares held relevant issued shargeé ca itz?:l Notes

REAB BEZRHOEE Zﬁi%’ﬂgﬁtb M =

Cashplus Management Limited (“Cashplus”) 29,931,800 12.25% -

Zealous Developments Limited (“Zealous”) 29,931,800 12.25% 1,2

Minty Hongkong Limited (“Minty”) 75,844,692 31.06% -

Lee and Lee Trust 105,776,492 43.32% 3,4

COL Capital Limited (“COL Capital”) 14,246,494 5.78% 5

TP s A A R A W] ([ B4R D)

Chong Sok Un 14,246,494 5.78% 6,7

HEZE

Penta Investment Advisers Limited (“Penta”) 18,746,000 7.68% -

John Zwaanstra 18,746,000 7.68% 8

Notes: Bt &E

1. This represents the same interest of Cashplus in 29,931,800 shares of the Company. 1. é’f& fit 4 Cashplus it 4% 22 7 29,931,800 M i f o 2 A 7]
% o

2. Cashplus is a wholly-owned subsidiary of Zealous. Zealous was therefore deemed to 2. Cashplus#ZealousZ 2 %M A 7] o KL - Zealous#i#i1E

have an interest in the shares in which Cashplus was interested.

Minty and Zealous are wholly-owned by the trustees of Lee and Lee Trust, being a 3.
discretionary trust.

Mr. Lee Seng Hui and Ms. Lee Su Hwei, both Directors, together with Mr. Lee Seng 4.
Huang are the trustees of Lee and Lee Trust and were therefore deemed to have an
interest in the shares in which Minty and Zealous were interested.

The interest includes the holding of: (i) an interest in 6,791,170 shares held by 5.
Honest Opportunity Limited (“Honest Opportunity”), a wholly-owned subsidiary

of Classic Fortune Limited (“Classic Fortune”) which in turn is a wholly-owned
subsidiary of COL Capital; and (ii) an interest in 7,455,324 shares held by Focus Clear
Limited (“Focus Clear”), a wholly-owned subsidiary of Besford International Limited
(“Besford”) which in turn is a wholly-owned subsidiary of COL Capital. COL Capital

was therefore deemed to have an interest in the shares in which Honest Opportunity,
Classic Fortune, Focus Clear and Besford were interested.

This represents the same interest of COL Capital in 14,246,494 shares of the 6.
Company.

COL Capital was owned as to 37.32% by Vigor Online Offshore Limited, a wholly- 7.
owned subsidiary of China Spirit Limited which in turn is wholly-owned by Ms. Chong

Sok Un. Ms. Chong Sok Un was therefore deemed to have an interest in the shares in
which COL Capital was interested.

Mr. John Zwaanstra was deemed to have an interest in the shares through his 100% 8.
interest in Penta.

All interests stated above represent long positions. As at 30th June, 2008, no short 9.
positions were recorded in the register required to be kept under Section 336 of the
SFO.
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CODE ON CORPORATE GOVERNANCE PRACTICES

During the six months ended 30th June, 2008, the Company has
applied the principles of, and complied with, the applicable code
provisions of the Code on Corporate Governance Practices (“CG
Code”) as set out in Appendix 14 of the Listing Rules, except for certain
deviations which are summarised below:

Code Provisions B.1.3 and C.3.3

Code provisions B.1.3 and C.3.3 of the CG Code stipulate that the
terms of reference of the remuneration committee and audit committee
should include, as a minimum, those specific duties as set out in the
respective code provisions.

The terms of reference of the remuneration committee (“Remuneration
Committee”) adopted by the Company are in compliance with the
code provision B.1.3 except that the Remuneration Committee shall
review (as opposed to determine under the code provision) and make
recommendations to the Board on the remuneration packages of the
Executive Directors only and not senior management (as opposed to
Directors and senior management under the code provision).

The terms of reference of the audit committee (“Audit Committee”)
adopted by the Company are in compliance with the code provision
C.3.3 except that the Audit Committee (i) shall recommend (as opposed
to implement under the code provision) the policy on the engagement
of the external auditors to supply non-audit services; (ii) only possesses
the effective ability to scrutinise (as opposed to ensure under the code
provision) whether management has discharged its duty to have an
effective internal control system; and (iii) can promote (as opposed
to ensure under the code provision) the co-ordination between the
internal and external auditors, and check (as opposed to ensure under
the code provision) whether the internal audit function is adequately
resourced.

The reasons for the above deviations are set out in the section “Corporate
Governance Report” contained in the Company’s Annual Report for
the financial year ended 31st December, 2007. The Board considers
that the Remuneration Committee and the Audit Committee should
continue to operate according to the terms of reference adopted by the
Company. The Board will review the terms at least annually and make
appropriate changes if considered necessary.

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as its code of conduct
regarding securities transactions by the Directors. All Directors have
confirmed, following a specific enquiry by the Company, that they
have fully complied with the required standard as set out in the Model
Code throughout the period under review.
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During the period under review, the Company made the following
purchases of its own shares on the Stock Exchange:

A [l A T > AR 2\ | A W 3 T B el A B 22 By
W

Purchase consideration

er share

BREBENAE
Number of Aggregate
shares purchased Highest Lowest  consideration paid
Month of purchase BERG BB BERGBE B&SE RIEE 2R ERHE
HK$ HK$ HK$
HEVH ST HESTH
January 2008 ZEENE—H 64,000 29.00 27.50 1,820,800
March 2008 ZERENFEZH 12,000 33.10 33.05 397,100

Save as disclosed above, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the Company’s
shares during the six months ended 30th June, 2008.

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a general review of
the unaudited interim financial report for the six months ended 30th
June, 2008. In carrying out this review, the Audit Committee has relied
on a review conducted by the Group’s external auditors in accordance
with Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent Auditor
of the Entity” issued by the HKICPA, and on the interim results
announcements of the listed associates, as well as reports obtained
from management. The Audit Committee has not undertaken detailed
independent audit checks.

On behalf of the Board
Arthur George Dew
Chairman

Hong Kong, 17th September, 2008
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